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COMMENTS
OF THE

UNITED STATES TELECOM ASSOCIATION

The United States Telecom Association (USTA) hereby submits its comments in

response to the Commission's Public Notice l concerning the request of the State

Members ofthe Federal-State Joint Board on Separations for comment on their

Separations Simulations Cost Study Tool (NARUC Cost Study Tool) in the above-

captioned proceeding. USTA is the principal trade association of the local exchange

carrier (LEC) industry. Its members provide over 95 percent of the exchange carrier-

provided access lines in the United States. Incumbent LECs traditionally have been the

sole providers of universal service.

USTA appreciates the opportunity to comment on the NARUC Cost Study Tool.

The NARUC Tool evaluates changes in the assignment ofInternet usage and proposes a

new treatment of loops for ADSL services.

1 Formal Requestfrom State Members ofFederal-State Joint Board on Separations for Notice and
Comment on Separations Simulation Cost Study Tool, Public Notice, FCC DA 99-2677, released December
1,1999 (Public Notice).
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Although USTA does not disagree with the NARUC alternative regarding the

Internet, it does disagree with the assumptions made in the evaluation ofADSL and the

combined Internet ADSL scenario. First, the ADSL scenario is contrary to the existing

treatment commonly accepted for ADSL. The ADSL scenario assigns all ofthe cost of a

loop to ADSL, which is inconsistent with the generally accepted tariffing treatment,

which does not include any incremental cost for the loop. Second, the NARUC

assumptions would essentially create an implicit subsidy for the voice services using the

message loop by allocating all of the cost for the loop to ADSL, contrary to actions

already taken in the universal service docket. Also, combining Internet and ADSL is

wrong from the standpoint that the provision of ADSL service is designed, at least in

part, to move Internet related traffic off the public switched network and on to the ADSL

network.

USTA has also provided a program to evaluate separations changes. The USTA

program evaluates and provides results for the following, which have already been

addressed to the Joint Board:

• USTA Freeze proposal;

• NARUC three year rolling average;

• Estimate of effects of classifying Internet usage as interstate; and

• Estimate of the effects of changing the gross allocator for loop plant from
25% to 15% or Subscriber Line Usage (SLU) or 40% or 33 1/3%.

Any tool/program needs to be able to evaluate those issues that have already been

addressed to the Joint Board or FCC in this Docket. In its current form, the NARUC

Tool does not provide a specific worksheet for an evaluation of the USTA Freeze
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Proposal or its own three year rolling average. These changes need to be included in any

tool/program that evaluates separations changes.

It is important to be able to evaluate a separations freeze, such as that proposed by

USTA, for several reasons. First, the idea ofa freeze of the separations process has been

on the table since comments were initially filed in the Notice of Proposed Rulemaking in

this proceeding in 1997. Second, the freeze needs to be evaluated, since it represents an

important step in the eventual elimination of the separations process. Rather than

"tweaking" individual factors to further the "illusion of precision," a freeze would be a

clear signal about the long term goal of the regulatory process, at least as far as

separations is concerned. Second, a freeze would be a significant simplification of the

existing process, particularly for those carriers electing the price cap form of treatment

and would remove the specter of separations from other regulatory considerations, such

as access reform and universal service.

Although USTA has some specific comments and suggestions about the NARUC

Separations Simulation Cost Study Tool, which are detailed in Attachment A hereto, it is

not felt that these comments would have a significant impact on the use of this Tool or

the USTA Program in evaluating change to the separations process. It must be

remembered that any tool/program should be used only to evaluate the changes that are

being proposed. The tool/program should not be used to drive public policy regarding

any changes made to the separations process. In addition, the results produced by these

Tools/Programs should only be use to estimate the effects of changes being evaluated.

The individual programs in use by the companies are often more detailed and would not

produce the same results.
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USTA looks forward to working with the Joint Board and the FCC in the further

evaluation and simplification of the separations rules for all local exchange carriers.

Respectfully submitted,

UNITED STATES TELECOM ASSOCIATION

Its Attorneys:

Porter E. Childers
Executive Director
Legal & Regulatory Affiars

December 17, 1999

Lawrence E. Sarjeant
Linda L. Kent
Keith Townsend
John W. Hunter
Julie L. Rones

1401 H Street, N.W.
Suite 600
Washington, D.C. 20005
(202) 326-7375
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ATTACHMENT A

SPECIFIC COMMENTS

1. Cell E19 on the 'BASE CASE', 'Internet Only', 'Internet and ADSL', and
'ADSL Only' worksheets appears to have an error in the formula. The formula
reads; "=IF('ARMIS 4304'lC23=0,0,(+'ARMIS 4304'!EI6/'ARMIS 4304'!C23))".
The formula should read "=IF('ARMIS 4304'!C23=0,0,(+'ARMIS 4304'!E23/'ARMIS
4304'!C23))"

2. Cells D169 and E169 on the 'ARMIS 4304' worksheet references line number
"7041" on the 'ARMIS Input Area' worksheet, which is the Weighted Standard
Work Seconds used to allocate the Other Telephone Operator Expenses found on
line "7040" of the ARMIS 4304. However this allocator is applied to all of
the Telephone Operator Expenses found on line "7060" of the ARMIS 4304.
Line 7060 is the sum of expenses found on lines 7010, 7020, 7030 and 7040.
The allocator for Cells Dl69 and E169 needs to be changed to include the
Weighted Standard Work Seconds found on lines 7011, 7021 and 7031, as well
as 7041. The expense allocated by 7041 is only 45% of the total Operator
expense found on line 7060, based on the data for all of the ARMIS
compames.

3. Cells E98, H98, E99, H99, EI00 and HI00 calculate factors to allocate Accumulated
Depreciation and Depreciation Expense for COE
Operator Systems, COE Switching and COE Circuit (Transmission) based on the
Data from the ARMIS 4304, Lines 3031, 3021 and 3041, respectively. These
values are calculated from Cells K98, N98, K99, N99, KlOO and NlOO. The
factors are applied to the Accumulated Depreciation and Depreciation Expense
for COE Operator Systems, COE Switching and COE Circuit (Transmission) in
the 'BASE CASE', 'Internet Only', 'Internet and ADSL', and 'ADSL Only'
worksheets. The amounts do not change even though the underlying
allocations of COE Switching and COE Circuit (Transmission) do change with
the Internet and ADSL changes being made. It is suggested the Cell
references be changed as follows:

K98 = K116
N98=N116
K99 = Sum(KI17:KI20)
N99 = Sum(N117:NI20)
KlOO = Sum(K121 :KI48)
NIOO = Sum(N121:NI48)

This would provide for a more representative allocation of Accumulated
Depreciation and Depreciation Expense when evaluating changes involving COE.
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4. The 'BASE CASE', 'Internet Only', 'Internet and ADSL', and 'ADSL Only'
worksheets allocate Current Deferred Taxes and NonCurrent Deferred Taxes
based on Telephone Plant In Service (Cells K2l5, N215, K2l6 & N216). FCC
Part 36 specifies that these accounts should be allocated based on the
separations of the related plant accounts, which is shown on the ARMIS 4304.
This difference in allocation is at least part ofthe reason that "$
Differences" may show up in Cells F128 and F129 of the 'ARMIS 4304'
worksheet.

OTHER SUGGESTIONS

1. It would be more convenient to run the tool if the raw data was included.
Since the raw data was used to generate the initial set of results, the next
version should provide that data. The USTA Separations Reform Analysis
Program does provide a copy of the raw data for the ARMIS companies that is
necessary to run the USTA Program.

2. The calculation of the separated amounts seems to be more complicated
than necessary. Having the calculations be based on a process that
multiplies a usage factor times a cost distribution (based on a comparison
of "category cost" to the aggregated cost) times an aggregated cost seems to
include an extra step in the process, especially since there are no changes
made to the cost distribution. The process could be simplified by
eliminating the step relating to the aggregated cost, since it is not
changed in the process.
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Rockland Telephone Co.
P.O. Box 269
Rockland, 10 83271

Karen Buller
National indian Telecommunications Institute
500 N. Guadalupe
Suite G-60
Santa Fe, NM 87501

Richard McKenna, HQE03J36
GTE
P.O. Box 152092
Irving, TX 75015

Blossom A. Peretz
Department of the Treasury
31 CI inton Street
11 th Floor
P.O. Box 46005
Newark, NJ 07101

Mary E. Burgess
NYDPS
Three Empire State Plaza
Albany, NY 12223

Boyd Spiker
Rock Port Telephone Co.
P.O. Box 147
107 Opp Street
Rock Port, MO 64482

Gary E. Miller
North-State Telephone Co.
One Telephone Drive
P.O. Box 609
Mt. Vernon, OR 97865

Toledo Telephone Co.
P.O. Box 669
Toledo, WA 98591



Tenino Telephone Co.
225 Central Avenue West
P.O. Box 4005
Tenino, WA 98589

Ketchikan PUC
748 Miller Ridge Road
Ketchikan, AK 99901

Cross Telephone Co.
1201 Walnut Bottom Road
Carl isle, PA 17013

Northeast Florida Telephone Co.
130 North Fourth Street
Macclenny, FL 32063

Ragland Telephone Co.
P.O. Box 577
Ragland, AL 35131

Rural Utilities Service
US Department of Agriculture
Washington, DC 20250

Sunflower Telephone Co.
908 W. Frontview Street
P.O. Box 199
Dodge City, KS 67801

Farmers Telephone Co.
615 Iowa Street
P.O. Box 179
Essex, IA 51638

Southern Kansas Telephone Co.
112 S. Lee
P.O. Box 457
Clearwater, KS 67026

Alma Telephone co.
101 Mercer Street
P.O. Box 2027
Alma, GA 31510

Molalla Telephone Co.
P.O. Box 360
Molalla, OR 97038

Beaver Creek Coop.
16680 S. Spangler Road
P.O. Box 169
Beaver Creek, OR 97004

Willard Telephone Co.
Route 2, Box 84
Merino, CO 80741

Gila River Telecommunications
7065 W. Allison Road
P.O. Box 5015
Chandler, AZ 85226



Bledsoe Telephone Coop.
203 Cumberland Avenue
P.O. Box 609
Pikesville, TN 37367

Silver Star Telephone Co.
104101 Highway 89
P.O. Box 2261
Freedom, WY 83120

Hopper Telecommunications
P.O. Box 10
Walnut Grove, AL 35990

New Hope Telephone CO.
P.O. Box 38
New Hope, VA 24469

Lincoln Telephone Co.
500 South 16th Street
Lincoln, NE 68508

Kalama Telephone Co.
290 N. First Street
P.O. Box 1067
Kalama, WA 98625

Northland Telephone Co.
2401 Congress Street
Portland, ME 04102

Cowiche Telephone Co.
61 Cowiche City Road
P.O. Box 401
Cowiche, WA 98923

Havi land Telephone Co.
P.O. Box 308
Haviland, KS 67059

International Transcription Service
1231-20th Street, NW
Washington, DC 20036


